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E.O. 11652: GDS 
TAGS: PN, PFOR 

SUBJECT: PANAMA NEGOTIATIONS: STATUS REPORT 

I. 

I BELIEVE WE HAVE MADE PROGRESS DURING THIS LAST ROUND 
IN MOVING PANAMA PROM AN INFLEXIBLE STANCE ON ITS EXISTING 
NEGOTIATING POSITIONS TO A STANCE OF WILLINGNESS TO BARGAIN 
ON THEM. 

I SHALL RETURN HERE IN A FEW WEEKS TO VERIFY THAT. 

MY OBJECTIVE STILL IS TO ACHIEVE A DECENT MEASURE OF 
CONCEPTUAL AGREEMENT WITH PANAMA BY EARLY JANUARY. THAT, 
HOWEVER, WILL TAKE SOME DOING. 

II. 

THE "PACKAGE DEAL" WHICH I PRESENTED TO PANAMA 
LAST SEPTEMBER 5, BASED ON THE ALTERED PRESIDENTIAL 
GUIDANCE, PROVED TO BE TOO COMPREHENSIVE FOR PANAMA 
TO COPE WITH, AND TOO TOUGH IN THE OVER-ALL FOR IT 
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TO RECOGNIZE AS CONSTITUTING A BASIS FOR BARGAINING. 
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WHAT IT DID WAS THRUST PANAMA INTO A GOVERNMENTAL 
AND EMOTIONAL DISARRAY WHICH PROMISED NOTHING BUT 
NEGOTIATING IMPASSE - POSSIBLY EVEN BREAKDOWN. 

THAT WOULD NOT HAVE SERVED US. 

ACCORDINGLY MY DEPUTIES AND I DECIDED TO IMPROVE 
THE OFFER FROM PANAMA'S VIEWPOINT. 

AT OUR FIRST SESSION WE MADE A NUMBER OF MINOR 
CONCESSIONS DESIGNED TO STRIP THE OFFER OF WHAT 
PANAMA PERCEIVED AS "DISGUISED PERPETUITY " CLAUSES. 

THIS DID NOT SERVE OUR INTENDED PURPOSE OF MOVING 
PANAMA INTO A WILLINGNESS TO BARGAIN. THEREFORE WE 
THEN RELAXED OUR POSITION ON DURATION - WHICH, AS 
YOU KNOW, IS OF PARAMOUNT IMPORTANCE TO PANAMA - BY: 

(1) REDUCING THE DURATION PERIOD (DEFENSE) EROM 
50 TO 40 YEARS; 

(2) REDUCING THE DURATION PERIOD (OPERATION) 

FROM 25 YEARS TO DECEMBER 31, 1999; AND 

(3) ALTERING THE PROVISION RELATING TO A ROLE 
FOR THE UNITED STATES IN CANAL DEFENSE AFTER THE 
TREATY'S EXPIRATION, BY CONFINING IT TO AN AGREEMENT 
THAT THE TWO PARTIES WILL NEGOTIATE AND REACH MUTUAL 
ACCORD ON THAT PRIOR TO THE TREATY'S END. 

I ALSO ANNOUNCED OUR WILLINGNESS TO PUT TECHNICAL 
TEAMS UNDER THE DIRECTION OF THE DEPUTIES TO WORK 
IMMEDIATELY AFTER CHRISTMAS ON THE LANDAVATER ISSUE 
- ALSO PARAMOUNT FOR PANAMA, AS FOR US. SUBSEQUENTLY 
THE TEAMS COULD TAKE UP OTHER ISSUES SUCH AS THE SHAPE 
OF THE NEW CANAL ADMINISTRATION ORGANIZATION. 

III. 

YOU SHOULD NOTE THAT THERE IS NO REASON TO EXPECT 
THAT PANAMA WILL BUY OFF ON OUR SEPTEMBER 5 "PACKAGE" 
OFFER AS WE HAVE JUST AMENDED IT. 
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BUT I SENSE THAT PANAMA HAS NOW BEEN TRIGGERED, 

AT LONG LAST, INTO MOVING GRADUALLY, THOUGH HALTINGLY, 
TOWARD OUR POSITIONS - THAT IS, INTO THE PROCESS OF 
BARGAINING OUT AN EQUITABLE TREATY ARRANGEMENT. 

WE NEED NOT EXPECT THAT DURING THIS PROCESS PANAMA 
WILL RELAX ITS PRESSURE TACTICS ON US - THOUGH IT 
MIGHT BE INCLINED TO TEMPER THEM AS IT PERCEIVES "PROGRESS. " 
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I FEEL THAT AT THIS SESSION WE ACHIEVED SOME 
PROGRESS. I MEASURE THAT PROGRESS IN TERMS OF OUR OWN 
NEED TO PROCEED AT A CAREEUL PACE IN THIS NEGOTIATION 
- THOUGH A PACE WHICH DOES, IN EACT, PRODUCE STEADY 
PROGRESS. 

I WOULD ADD THAT AT THE VERY LEAST WE HAVE 
IMPROVED OUR TACTICAL POSITION VIS-A-VIS LATIN 
AMERICAN AND OTHER PANAM A- WATCHERS. WE CAN EASILY 
ESTABLISH THAT WE HAVE MOVED MEANINGEULLY TOWARD 
PANAMA AND THAT, IT IS NOW PANAMA'S TURN TO 
MOVE TOWARD US. 

GONZALEZ 
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